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SECTOR UPDATE 

Industrial Automation – China 
2Q23 Results Wrap-up: Robust Share Gains Offset By Slow Recovery 
As foreign brands struggled to destock amid a tough macro environment, domestic 
automation names maintained the robust momentum in market share gains, with both 
Inovance and Estun seeing record-high market shares during 2Q23. The market’s 
recovery is slower than expected, but we are starting to see more positive signs, such 
as a pick-up in demand from cyclical end-markets, and slightly better sentiments from 
consumer electronic names. Maintain OVERWEIGHT. 

WHAT’S NEW 
• 2Q23 results wrap-up: Domestic names outperformed on share gains; market 

conditions below expectations. Names under our coverage delivered results ranging from 
in-line to below expectations. Shuanghuan Driveline (Shuanghuan) remained the best 
performer under our coverage with a 47% yoy net profit growth thanks to a much better-than-
expected recovery in its commercial vehicle business, although the slowdown in EV gear 
business in 2Q was worse than our expectations. Inovance reported an in-line 6% yoy net 
profit growth, driven by strong share gains in general automation business, and a recovery in 
its EV business. Estun’s earnings surged by 2.4x yoy from a low base, but still missed our 
and market expectations due to a lower-than-expected growth in its core automation 
business. Han’s Laser remained the worst performer under our coverage due to its large 
exposure to consumer electronics and cyclicals with earnings declining 6% yoy to 
Rmb281m, but still saw a strong 98% qoq recovery by a very low base in 1Q23. 

• Domestic brands registered robust share gains in 2Q23… Estun continued the trend of 
robust share gains in 2Q23, with market share expanding to 9% (+2ppt yoy and 1ppt qoq), 
surpassing Epson, ABB and Yaskawa to become the second largest industrial robot name in 
China for the first time. Inovance also registered share gains across all key products, with 
servo/inverter/small-sized programmable logic controllers (PLC) share expanding to 
17.5%/24.3%/15.4% (+2.6ppt/2.8ppt/3.5ppt vs 2022) respectively in 1H23.  

• …and foreign brands were the losers again. Foreign brands were plagued by share loss 
amid an on-going import substitution trend, a weaker-than-expected recovery, and the 
subsequent inventory destocking throughout 2Q. For the June quarter, FANUC was among 
the worst performers due to its exposure to machine tools and robots, and reported a 
whopping 41% yoy decline in new orders from China. Yaskawa and Omron were much 
better off thanks to their exposure to upstream components, with Omron reporting a flattish 
qoq orders growth in China for the i-automation business, and Yaskawa registering a strong 
36% yoy and 97% qoq growth in its AC servo motor business primarily thanks to strong 
order flow from the solar industry. However, Yaskawa’s robotics orders from China still 
registered a sharp 48% yoy decline. ABB’s overall orders growth remained strong at +2% 
yoy thanks to its exposure to process automation, but its global robotics and China orders 
still registered a 22% and 9% yoy decline respectively during the period. 

 

 OVERWEIGHT 
(Maintained) 
 
SECTOR PICKS 

Company Ticker Rec 
Share Price

(Rmb) 
Target Price

(Rmb) 

Inovance 300124 CH BUY 70.11 82.00 
Estun  002747 CH  BUY 22.60 31.50 

Source: UOB Kay Hian 
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PEER COMPARISON 
   Price @ Target Upside/(Downside) Market ----------- PE ----------- ----------- P/B -----------  Net Gearing 
Company Ticker Rec 8 Sep 23 Price to TP Cap 2023F 2024F 2023F 2024F ROE (Cash) 
   (Rmb) (Rmb) (%) (Rmbm) (x) (x) (x) (x) (%) (%) 
Inovance 300124 CH BUY 70.11 82.00 17.0 185,511 38.8 32.7 7.9 6.6 19.2 (23.1) 
Estun 002747 CH BUY 22.60 31.50 39.4 19,585 83.5 61.8 6.5 5.9 8.1 81.9 
Shuanghuan Driveline 002472 CH HOLD 33.29 36.20 8.7 28,393 36.2 27.8 3.5 3.1 10.2 1.2 
Han’s Laser 002008 CH HOLD 23.71 25.50 7.5 24,937 24.8 20.0 1.9 1.8 5.6 (23.1) 

Source: Bloomberg, UOB Kay Hian 
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Guidance has turned more cautious for 2H23. Progress of inventory destocking for 
foreign brands has been slower than expected, and it may take another quarter before 
inventory levels return to a more normal level. Demand recovery is also rather weak, as the 
slowdown in EV/Li-ion battery capex was sharper than we had anticipated at the beginning 
of the year. Domestic names have mostly kept or revised down their full-year guidances – 
Inovance and Shuanghuan have mostly kept full-year guidance unchanged, while Estun has 
a more cautious tone on top-line growth due to ASP competition for the robotics business 
and a weaker-than-expected growth in its core component business. Opt Machine Vision 
(688686 CH/Not rated), a leading domestic machine vision solutions provider, also revised 
down its full-year top-line growth guidance from 30% to 10% due to a slowdown in both the 
EV and semiconductor end-markets. Leader Drive (688017 CH/Not rated) was among the 
worst performers in the A share automation space due to its big exposure to light-payload 
robots and share loss. Most foreign players have turned cautious on China’s recovery due to 
the lack of solid government stimulus, and they are now guiding for a recovery in the China 
market in 1H24 (vs previous guidance of end-2023)..  

Humanoid robot exposure under our coverage. For our coverage, we believe 
Shuanghuan has the biggest exposure to humanoid robots, as the company should be 
cooperating with a key North American client on the development of a new planetary reducer 
for its humanoid robot product. We believe Inovance has also approached the same client 
for the cooperation of core components. We note that humanoid robots’ actual contribution 
to top-/bottom lines will remain minimal in the coming 1-2 years. Nevertheless, share prices 
of key stocks may react strongly to newsflow related to the development of humanoid robots. 

ACTION 
• Maintain OVERWEIGHT. Despite a weaker-than-expected recovery, we believe the 

direction of the overall automation market in China is largely in line with our previous 
expectations (a slow recovery towards year-end), even though the shipment numbers for 
industrial robots have been slightly disappointing given the worse-than-expected slowdown 
in capex in the EV supply chain. As such, we trim our full-year growth estimates for China’s 
industrial robot shipment from +5% to +3% yoy. Our estimates for automation demand 
remain largely unchanged at -1.4% yoy. Maintain OVERWEIGHT as we expect domestic 
players to benefit from robust share gains. 

• Inovance (300124 CH/BUY/Target: Rmb82.00). We believe Inovance as the leader among 
domestic automation player will benefit the most from the on-going import substitution trend. 
We also expect Inovance to benefit more from the recovery in broader economy, given their 
larger exposure to end-markets such as property, semi and consumer electronics. Maintain 
BUY and keep our target price of Rmb82.00 unchanged, now pegged to 38.3x 2024F PE, on 
a par with its historical forward mean.  

• Estun (002747 CH/BUY/Target: Rmb31.50). Despite a worse-than-expected pick-up in 
industrial robot sales, Estun’s share gains have already surpassed our expectations at 9% in 
2Q23 (vs our full-year estimates of 8%), primarily driven by its dominance in the solar 
robotics market. As such, we remain confident in Estun achieving its full-year sales target 
of >25,000 industrial robots for 2023. From 2024 onwards, growth will be supported by the 
development of new end-markets and applications, penetration into the automobile value 
chain, as well as the recovery in consumer electronics as demand growth from solar will 
likely slow from a high-base. Maintain BUY and keep target price at Rmb31.50, based on 
86.1x 2024F PE, which is now based on 0.5SD below historical forward mean. 
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SALES VOLUME BASED ON MACHINE TYPES JAPANESE MACHINE TOOLS ORDER FROM CHINA 
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JAPANESE MACHINE TOOLS SALES VOLUME GEOGRAPHICAL 
BREAKDOWN 

JAPANESE MACHINE TOOLS YOY GROWTH BASED ON REGION
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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